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HEARINGS 


The Subcommittee on Unemployment Insurance held hearings on 
December 12, 14, 18, and 20, 1950, to receive the recommendations of 
the Secretary of Labor and representatives of labor, industry, and 
the public for improvement of the State-Federal system of unem- 
ployment insurance. The initial witnesses were the representatives 
of the Department of Labor, who presented the administration’s 
program for revision of the unemployment i insurance system. These 
proposals may be summarized as follows: 

Coverage.—Extension of the coverage of unemployment insurance 
was recommended along the following lines: (1) Small firms to be 
covered by removal of the present limitation of the coverage of the 
Federal unemployment tax to employers who employ at least 8 
workers in at least 20 weeks in the year; (2) redefinition of agricultural 
labor so as to cover about 200, 000 border-line workers, pi ticularly, 
in postharvesting services; (3) changes in the definition of § ‘employee ” 
so as to incorporate the so-called A-B-C test now found in most State 
laws; and (4) extension of the system to Puerto Rico, subject to its 
consent. A plan of unemployment insurance for Federal civilian 
workers was outlined, under which Federal workers who are laid off 
would receive unemployment benefits. It was also recommended 
that the definition of ‘wages’ in the Federal unemployment tax be 
changed so as to apply to the first $4,800 of annual wages instead of 
the first $3,000 as at present, and to include tips. It was assumed 
that if the Federal unemployment tax was so changed, the States 
would follow suit in their unemployment insurance systems; in fact, 
most States now have provisions in their laws which automatically 
make the State coverage the same as that of the Federal tax. 

Benefits.—It was recommended that the following minimum benefit 
standards be added to the present requirements which States must 
meet in order for their unemployment insurance laws to be approved: 
(1) Benefit amounts equal to at least 50 percent of wages up to a 
weekly maximum of at least $30 for unemployed individuals without 
dependents, with additional allowances for dependents up to 70 
percent of wages and a maximum of at least $42 a week for an indi- 
vidual with 3 dependents; (2) minimum duration of at least 26 weeks 
in a year for individuals unemployed that long, who had earned in 
the preceding year at least 40 times their benefit amount; and (3) 
maximum disqualifieations of 6 weeks in the case of voluntary quitting 
of suitable work without good cause or discharge for misconduct or 
refusal of suitable work, with no reduction or cancellation of benefit 
rights in such cases. 

Reinsurance.—It was proposed that a reinsurance plan be sub- 
stituted for the present temporary plan for loans to States whose 
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reserves rup low. A State under this plan would receive 75 percent 
of its benefit cost above 2 percent of taxable payrolls as long as its 
reserve was near exhaustion. 

Interstate workers.—At the present time, according to the testimony 
of the Secretary of Labor, while the States voluntarily act as each 
others’ agents in the payment of benefits of workers who have moved 
across State lines, the States have been reluctant to combine wage 
credits earned in more than one State, so that a worker who has 
worked for short periods in a number of States has little or no pro- 
tection. It was recommended that the Secretary of Labor be given 
authority to develop adequate methods, in consultation with the 
States, to give full protection to interstate workers. 

Prevention of fraud.—I\t was requested that the Secretary of Labor’s 
authority to require adequate methods for the detection and preven- 
tion of fraud be clarified in the legislation. 

Administrative financing.—The Dep: urtment of Labor proposed that 
the Federal collections of approximately 0.3 percent of taxable pay- 
rolls under the Federal unemployment tax be earmarked in a special 
account and be used exclusively for the grants for State employment 
security administration, as provided in title ITI of the Social Security 
Act, for the cost of Federal administration and as a reserve to finance 
the reinsurance grants described above. 

Knowland amendment.—The repeal of the Knowland amendment 
was requested. It was contended that the so-called Knowland amend- 
ment—section 405 of the Social Security Amendments of 1950— 
unduly restricted the ability of the Secretary of Labor to require the 
States to conform to the Federal act. 


RECOMMENDATIONS 


Your subcommittee believes that the proposals to establish Federal 
benefits, eligibility, and disqualification standards governing the con- 
tent of State unemployment compensation laws and the provision of 
Federal reinsurance to assist the States in making benefit payments 
raise issues that are of such fundamental and controversial nature as 
to require consideration by the full membership of the Committee on 
Wavys and Means. 

There are, however, problems and issues set out in the program of 
the Department of Labor which we believe are properly severable 
frem the basic proposals outlined above, and we believe that it would 
be advisable for a subcommittee to study certain of these severable 
problems. If full agreement could be reached by the members of such 
a subcommittee, recommendations would then be made to the full 
committee. This approach might permit more expeditious resolution 
of certain special problems which, by reason of their relation to our 
preparedness effort, warrant immediate consideration. 

We suggest in this category consideration of changes that have 
been proposed in the administrative financing of the employment 
security program, the abandonment of restrictions on coverage based 
upon the number of emplovees, prevention of fraudulent benefit 
payments, changes in the definition of employment, and the tax base 
in the Federal Unemployment Tax Act. Moreover, a subcommittee 
seems particularly adapted to the handling of problems raised by the 
so-called Knowland amendment. A proper treatment of these prob- 
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lems requires a full consideration of the administrative relationships 
between Federal and State Governments occasioned by the existence 
of federally required standards in State laws. We believe that a few 
members could be more effective in trying to reconcile differing view- 
points and work out a mutually acceptable provision. 

There are certain problems which have particular relation to the 
Nation’s preparedness program. For example, the greatly increased 
Federal employment, particularly in the unclassified service, raises 
the immediate question whether unemployment compensation benefits 
should be provided for Federal employees and, if so, on what basis. 
In a similar category is the proposal to provide benefits for emplovees 
of American employers engaged in defense work outside the con- 
tinental United States and the protection of those inducted into the 
armed services from the adverse effects that military service might 
giave on their eligibility for additional credit ratings under existing 
law. 

Since it is probable that the time of the Committee on Ways and 
Means in the Eighty-second Congress will have to be devoted largely 
to problems directly related to the international situation, it appears 
likely that the intensive and protracted examination required for 
consideration of the proposals of the Department of Labor will be 
delayed. In our opinion, this makes it more appropriate that a sub- 
committee consider the categories of special and severable problems 
set out above to the extent that this can be done without interfering 
with the principal work of the committee. 

We therefore recommend that a Subcommittee on Unemployment 
Insurance be established in the Eighty-second Congress to proceed 
in accordance with the suggestions set out in this report. 

Aime J. Foranp, Chairman. 
J. M. Comss. 

JoHn A. CaRrrRo.t. 

Nosu M. Mason. 

Joun W. Byrnes. 





